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SUBJECT: AFGHAN REQUEST FOR DEBT MORA TORIUM
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MANILA FOR US ADB RE P

1 . BEGIN SUMMARY: I SAW RGA FINANCE MINISTER DAWAR AT HIS REQUES T
MORNING AUGUST 14 ; HE SAID USG r FI RST GOVERNMENT HE APPROACHING WIT H
REQUEST FOR FAVORABLE CONSIDERATION OF DEBT MORATORIUM AT LEAs T
UNTIL MARCH 21, 1972, AND POSSIBLY UNTIL MARCH 21, 1973. I RESPONDE D
THAT EMBASSY WOULD RECOMMEND SYMPATETIC CONSIDERATION OF AFGHA N
REQUEST BUT THAT THIS MATTER FOR MULTILATERAL ACTION AND FORMAL
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RESPONSE WOULD HAVE TO BE IN THOSE TERMS . END SUMMAR Y

2. I SAW RGA FINANCE  MINISTER DAWAR MORNING OF AUGUST 14 .

MOHSENI, DIRECTOR, ECONOMIC RELATIONS, MFA, AND CHIEF . EMBASSY
ECONOMIC SECTION ALSO PRESENT . DAWAR O U T LINED BRIEFLY FINANCIA L
SITUATION INDICATING THAT GOVERNMENT INCOME INCREASING PROBLE M
IN RELATION TO EXPENSES . ESPECIALLY SINCE REVENUES DECLININ G
AT TIME WHEN EXPENDITURES INCREASING TO MEET DROUGHT EMERGENC Y

HE NOTED SPECIFICALLY THAT GOVERNMENT HAD BEEN FORCED TO TAK E
INTENSIVE AND RAPID STEPS FOR ACQUISITION OF FEED FOR ANIMAL S
AND DRILLING OF DEEP WELLS FOR DRINKING WATER . HE SAID THA T
UNDER CIRCUMSTANCES, RGA FORCED TO THINK ABOUT MEANS O F CUTTIN G
EXPENDITURES, INCLUDING' MORATORIUM ON FOREIGN DEBTS. HE SAI D
THAT RGA CONFIDENT THAT FRIENDLY COUNTRIES HAVE A SYMPATHETI C
UNDERSTANDING AND THAT DETAILS WOULD HAVE TO FOLLOW SUC H

CONVERSATION AS THIS ONE . HE ASKED FOR EXPRESSION FROM US O F
HOW WE VIEW PROBLEM .

3 . I SAID WE DO HAVE REAL UNDERSTANDING OF EXCEPTIONAL AN D
UNUSUAL PROBLEM FACING AFGHANISTAN BUT OF COURSE, OFFICIA L
ANSWER REGARDIN

G MORATORIUM WOULD HAVE TO COME FROM WASHINGTON .

I ADDED THAT I WAS CONFIDENT THAT DEEP UNDERSTANDING O F U .S .

MISSION IN KABUL WOULD BE REFLECTED IN OUR CAPITAL.

4 . IN RESPONSE TO MY QUESTION ABOUT FORM AND TIMING OF MORATORIU M

DAWAR SAID THESE HAD NOT YET BEEN IRONED OUT IN DETAIL . HE SAI D,
IN BROAD TERMS, THAT INITIALLY THERE WOULD BE REQUEST FO R
MORATORIUM UNTIL END CURRENT AFGHAN YEAR, MARCH 21 1972 ; BUT ,

IF GENERAL CONDITIONS IN AFGHANISTAN DID NOT IMPROVE BY THAT TIM E

I T LIKELY RGA WOULD REQUEST CONSIDERATION . MORATORIUM FOR ANOTHE R

YEAR , HE ADDED THAT RGA DOES NOT WISH TO USE THIS STEP A S

MEANS OF FINANCING NORMAL AND ROUTINE EXPENDITURES  BUT I N

VIEW EXPECTED DECLINE I N REVENUES AND EXPORTS (LOSSES FRO M

EXPORT OF KARAKUL AND WOOL FOR EXAMPLE), AND THEIR UNFAVORABL E

IMPACT ON DIRECT TAXATION COULD FORCE A TWO-YEAR PERIOD HE SAI D
THAT THERE WERE NUMBER OF APPROACHES TO MORATORIUM: SUCH A S

REDUCTION IN AMOUNT OF INTEREST ONLY, POSTPONEMENT OF PAYMEN T

DUE DATES, POSTPONEMENT OF PAYMENTS OF BOTH INTEREST AN D

PRINCIPLE, ETC .
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5. I REITERATED THAT MISS ION SYMPATHETIC AND HOPED M
Y GOVERNMENT WOULD BE AS WELL AND THEN NOTED THAT U.S. DEBTS WER E

MODEST IN R ELATIONSHIP TO OTHERS, ESPECIALLY USSR, AND ASKED I F
THERE HAD BEEN ANY REACTION FROM USSR ON SUCH AN APPROACH .
DAWAR STATED MEETING WITH ME WAS FIRST APPROACH AND COMMENTE D
IT TRUE U .S . DEBTS MODEST RELATIVE TO USSR WHICH IN FIRST PLACE .
HE NOTED THAT IMMEDIATELY FOLLOWING MY VISIT HE WAS SPEAKING WIT H
WEST GERMANY CHARGE . HE ADDED THAT SOVIET AMBASSADOR IN MOSCO W
AND THAT HE WOULD BE SEEKING MEETING WITH SOVIET CHARGE H E
ALSO NOTED THAT HE WOULD BE HEADING DELEGATION TO IRRD ANNUA L
MEETINGS IN WASHINGTON IN SEPTEMBE R.

6 . I URGED THAT RGA CONSULT NOT ONLY WITH GOVERNMENTS BU T
ESPECIALLY WITH IMF . I POINTED OUT THAT IN SUCH A MORATORIUM
EXERCISE AS THIS, IMF AND WORLD BANK PLAY KEY COORDINATION ROLE .
IN ORDER INSURE DAWAR UNDERSTOOD THAT THIS IS INTRICAT E
UNDERTAKING, I SUGGESTED, INFORMALLY, THAT CONSIDERATION WOUL D
HAVE TO BE GIVEN TO VARIOUS KINDS OF DEBTS : FOR EXAMPLE, IN CAS E
OF USG THERE ARE EXIM, USAID AND ITS PREDECESSORS, PL 480, AN D
POSSIBLY PRIVATE CREDIT S . HE SAID HE UNDERSTOOD BUT THAT THES E
WERE TECHNICAL POINTS THAT WOULD HAVE TO BE SPOKEN TO LATER :
HOWEVER, I WANTED TO BE AS SURE AS POSSIBLE THAT RGA UNDERSTOO D
THAT THIS NO RPT NO EASY PROBLEM .

7. FRG CHARGE KILIAN AND ECONOMIC COUNSELOR VON JENA CALLED O N
ME AND COHN, RESPECTIVELY, FOLLOWING THEIR MEETING WITH DAWAR .
THEY REPORTED SCENARIO MUCH AS ABOVE . HOWEVER, DAWA R

TOLD THEM HE WOULD NOT RPT NOT BE SEEING SOVIET CHARGE AND WOUL D
AWAIT RETURN SOVIET AMBASSADOR AND ALSO RGA WOULD WAIT UNTIL IBR D
MEETINGS IN SEPTEMBER TO APPROACH IMF. ON AUGUST 15 COH N
INFORMALLY SPOKE WITH MOHSENI AND SUGGESTED RGA INSTRUC T

MALIKYAR CALL ON IMF IN WASHINGTON AND ALSO INFORMALLY DISCUS S

SITUATION WITH KAYEUMI OF IMF WHO PRESENTLY IN KABUL ON VACATION .

IMF RES REP SEL BY DEPARTED KABUL FOR WASHINGTON ASSIGNMENT AUGUST 1 2

: HIS REPLACEMENT NOT RPT NOT DUE UNTIL SEPTEMBER .

8. COMMENT : MORATORIU M , REQUEST HAS BEEN EXPECTED AS INDICATE D

IN REFERENCES . MOHSENI INDICATED THAT MFA WOULD BE PRESENTIN G

US WITH FORMAL NOTE ON THIS . WOULD APPRECIATE DEPARTMENT ADVISIN G
IMF OF THIS APPROACH AND THAT DEPARTMENT AND IMF WILL WOR K

CLOSELY ON MATTER . WOULD ALSO APPRECIATE EARLY GUIDANC
E DECONTROL: 8/72 .

NEUMANN
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